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A method for mortgage and closed end loan portfolio management in the form of an analytic tool 
designed to improve analysis of past and future performance of loan portfolios. In accordance 
with one aspect thereof, the invention aggregates loan units into loan vintages, wherein the 
loans in each vintage originate within a predetermined time interval of one another. The 
invention compares different vintages to one another in a manner such that the ages of the 
loans in the different vintages are comparable to one another. An early warning component of 
the system predicts delinquency rates expected for a portfolio of loans during a forward 
looking time window. A matrix link component of the invention combines the loan vintage 
analysis with the early warning component of the invention and predicts the default rate of the 
loan portfolios at a selected future point in time. The results of the analysis are graphically 
depicted and/or automatically fedback to provide "yes" or "no" decisions regarding investments 
in various loan portfolios. 
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DOCUMENT- IDENTIFIER : US 6249775 Bl 

TITLE: Method for mortgage and closed end loan portfolio management 
Abstract Text (1) : 

A method for mortgage and closed end loan portfolio management in the form of an analytic tool 
designed to improve analysis of past and future performance of loan portfolios. In accordance 
with one aspect thereof, the invention aggregates loan units into loan vintages, wherein the 
loans in each vintage originate within a predetermined time interval of one another. The 
invention compares different vintages to one another in a manner such that the ages of the 
loans in the different vintages are comparable to one another. An early warning component of 
the system predicts delinquency rates expected for a portfolio of loans during a forward 
looking time window. A matrix link component of the invention combines the loan vintage 
analysis with the early warning component of the invention and predicts the default rate of the 
loan portfolios at a selected future point in time. The results of the analysis are graphically 
depicted and/or automatically fedback to provide "yes" or "no" decisions regarding investments 
in various loan portfolios. 

Detailed Description Text (15) : 

Traditional vintage techniques in the mortgage industry allow bankers to gauge the quality of 
mortgages as they are "aging". However, the inventors have added certain statistical 
procedures, such as hypothesis testing, used in the process control manufacturing environment, 
that allow the method of the invention to test for the statistical significance of the 
differences in performance among the "vintages". The result and benefits of the Crus Classes 
method to be described below is that' it provides several advantages over the typical, prior art 
vintage analysis . For example, it incorporates a measure of dispersion. Further, it sets an 
analysis interval time shorter than a year to increase accuracy. This produces several 
advantages over traditional vintage analysis : (1) it automatically adjusts the comparison to 
account for different numbers of loans and for different size loans; (2) the Crus Classes 
method also allows management to set the confidence intervals; and (3) it automatically adjusts 
the year-to-year comparisons for loans with different credit volatility. 

Detailed Description Text (85) : 

Note that the Crus Classes are less static than traditional mortgage vintage analysis . 
Therefore, the performance of the last three points of any vintage can s.till change somewhat, 
for better or worse. 
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